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that INNI-/HI('I‘('..\I banking operators shaoutd ficws on the people’s understanding of business transactions,
the Coneepr of profit and loss sharise fructice andd the benefits of non-interest banking products and
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L. INTRODUCTION

Fhe role and rfuncuions of the banking system In a contemporary economy are ol great
significance 1o the development process and. thus. banking system is often considered as the
heart of ey ery prosperous economy (Fakhrul-Ahsan, 1998). In view of this. the emergence of
non-mterestbankingservices (N1Bs) in the world has remained the most inspiring and outstanding,
financial and economic phenomenon of the 20th Century (Alao&Alao. 2012). Non-interest
banking services subsectorhas appeared as one ofthefastestgrowingsub-sector all over the world
inthe last three decades. It has extended to all places of the world m')d‘gamcd extensive
identification by Muslims and non-Muslims alike. NIB performs similar functions as

Corresponding Author: —2348060941306
E-nail Address: glilaradaulia gmail com




. (0M), 201
Crogho 4 ez "’r"’zie”" -
Crogoo 1o
;
1< out their t -
¢t that NIBcarmies out tnelr ransactyoy
| system. except Bieh =0 - s errielo e .
nventional 5¥3 ¢ ferringe 1o NIB as stnctly the bank
- - Ul

nks dO n [hc co ';C(’)[‘.Cﬁ:‘:ncn orl
in

i
com‘cnuonal oa : .« hence the m! justry today. NIB is no log
n accordance with Islamic fallEs; M ortant players 11 SERICE mdu-h:\rL I N0 longey
in ac sl c y18)! plaz="- . N eer N 1S5 ~0O e L
slims. As one ofthe most 11} arry out thereligtous duty Ol : fushm community, by,

7 1e Mu . b !
for the ntity only 10 € qovative banking products.

Muslims bY offering different?

dered as @ business €

consi
1| the need of non-

also to fulfi |
s to create CuStOMErs awareness of

bank A
to conventional bank

ducts requires
ent pro g compared

The development of differ

ilabili v ct ona
their products and availability ofaltf:rnamen}:;cr)sdulomﬁw o Her patronage. i b
i Let so as to gain custo yalty 2
products in the mar

- - to which they choose
consumers and business firms. this factor de-[gﬂﬂlne-"' - e.\teﬂ;ld not source funds fru!o
patronize these alternative products and services. Customers €O : : m

g " ir inability to ‘
entional banks. not only because ofthe high interest rates. but also their ln"ibll.l!. to provide
e . ' hat 2 non-interest bank has addressed the atorementioned

collateral. However despnc}he..factt ’ onABIE e are bound o he skeptical about NIB
problems, the p,-nspccm'c_\lgcnan customers ol . ey opening account /IR
operational services and products. Some customers arc Illxé_l_\ Ll e Sl e o x e
until they are convinced about NIB operational opportunities. challenges. n.nd benetits (Malik,
2()1())[[‘1;1'5 study attempts to examine customer awareness and patronage ot.\orll-mtcrc\\jt h;mk!ng
services in Nigeria using Jaiz bank Kaduna as acase study. If banks are t0 achiev e their mission
and goals, they will have to understand their customers’ perceptions and create awareness tor

theirdifferent products (Metawa. 1998).

On the basis of the above problem. the study seeks to answer the following questions; to

what extent does customer’s awareness influencepatronage of NIB andDoes the customer have a
clear understanding of NIB products and services”

2. LITERATURE REVIEW

l?rudl'es on impact of .customer’s awareness and understanding on patronage of non-interest
?mkmg services in Nigeria will be discussed under evolution of Non Interest Banking 'l
Finance in Nigeria, Interest-Free Banking Products and Services ' SR BIK

Allylu. (2013) observes that the major determinants of soundness of a financi

stability and continued survival. are public trust and confidence in 1ts ins 'm"mcml SIS IS

He furlhcrrpos.rulated that, the introduction of non interest bankine sc:r'.'i(:rc‘::“'tmN".mS 'de markets,
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operations (Rano 2012).The c‘ffo;[ls [m:- system will (?pex-a.te without charging imc;.c's:‘dno.n.s
the idea was first mooted and subse o Eahicy I.\”BS in Nigeria dated back 1o the 199¢ .(m -

and subsequently. two licenses were granted in 1992 (Mustafy :r When
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& Adewale 2011). With graning of these two licenses in 1992. none could commence operation
until 1999 when the (former Bank pyR Plaiand no:':' kno\‘\;n-;‘s Kevstone Bank Ple.) started to
offer non-nterest banking services on a “window basis (Rano. 2012). Despite this giant move by
the bank. the momentum for continuiry could not i:e sustained due to lack of the required
political will and determination (Mustafa etal 201])_H0\\te\‘~er. a new phase for development of
NIB operation in Nigeria came to limelight when the CBN enacted new provisions for the proper
establishment and opzration of NIB th;ouah what it conceptualized as “Non-Interest Financial
Institutions™ (NIFI). Hence. the first full-fledged non-interest bank with the name Jaiz Bank Ple

commenced operations as a regional bank in Januarv. 2012. in Abuja. Kano and Kaduna (Alyu.
2012) ) )

The non-interest banks used the funds mobilized from depositors to participate in financing

business ventures. The ba ts several methods of financing projects and participating in

Direct Investment: Direct investments is a situation whereby the banks function more like
investment companies than institutions of financial intermediation (Ausaf 1993).Direct
investments provide non-interest banks with opportuities tor investing in prioriy areas as may
be determined by the host community or government policies. The banks usually undertake
direct investments by establishing compaines dealing with investment, insurance and re-
insurance.partnership, trade construction of real estate etc. or promotion of particular projects
like construction of a housing complex. shopping plaza etc.

Musharaka (partnership) Khan (2002) defines Musharaka as “a joint ventures between a bank
and an individual or business entity geared for certamn operations and may terminate within a
specific period of time or when cenain conditions are met™. Net profit or losses are shared
between partners according 1o the capital invested.  There are two types of Musharaka

business;Permanent and dinnnmishing (Ausaf 1993)

Mudaraba Partnership: this 1s a torm of parnership in which the bank, Rabalmaal (provider of
funds) provides funds and the other panners (nundariby provides labour and profit is shared in
proportion agreed i advance Losses not due o willtul neghgence. fraud or breach of trust by
the trustee, are habilities of the bank The mudarib loses only the benefit of his efforts.

Murabaha financing: Murabahah wransacuon s described as a process which starts with the
customers requesting the bank to finance hus or her project which may be purchase of capital
goods, raw materials. machinery or customer durables. The customer in addition to the
specification of the goods. will also provide information about the price, nature and availability
of the goods in the market. The bank after making independent investigations, and is convinced
of the viability of the project. will then inform its customers of the profit margin it is likely to
make on the original price.If the two parties agree with one another’s proposal, then the
murabahah agreement as a “promise to buy/sell” will be entered into.Based on the agreement,
the bank will purchase the said goods or equipment as requested by its customer, by paying the
seller directly either in full or in part.The customer thereafter will commence payment of the
goods at a price that includes the cost price of the commodity paid by the bank of the original
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financial terms Mudaraba,

Musharaka and Jjura (Kamal 1999) Hence the need for in depth
understandingofvarious

altermative products of conventional banks which though many
customers areaware of their availability but do not understand their applicability. Imitially, 1t is
expected that religiosity has a significant influence for consumers in selecting between
conventional bank and NIB bank. However it has been treated as a minor contributor for bank’s

patronage compared to awareness and understanding of various products offered by NIB. In

contrary. the study by Sudin (2004) reported that non-religious aspect such as service efficiency.
tansacuon speed andtriendlinessotbank pe

ersonnel seem to largely influence bank patronage, and
their study also reported there 1s no significant difterence between Muslims and non-Muslims in
thew selection crtena. Simularly, Gerrard & Cunningham (1997) replicated the study in
Smgaporeand found that there is no difference in banking selection criteria between Muslims and
non-Muslims. Nearly25%; of the feedback shows that religion was not the only basis for
choosing an Islamic bank. They found thattinancial reputation,consumer awareness and
understanding, and quality service. are the key factors affecting consumer decision to select
banks. These result pointed that Islamic banks do not need to rely on religious factoras a strategy
to attract consumer for business.

Product patronage is germane to the survival of any product or service: hence many theories
have been used to describe the concept of customers™ behavior which includes among others:
Learning Theory, Pavlovian Theorv, Economic Theory. Modem Utility, Sociological Theory and
Psychological/Motivational Theory (Maslow need and Freudian Theory).

Learning Theory: The leaming theory holds that leaming occurs in every consumer, learning
mvolves the acquisition of skills; knowledge. attitudes. emotions and ideas about the product all
of which will result in a relatively permanent change in behasior of the consumer(leaner). Some
of the principles oflearning adoptable from the fields of education and psychology mclude
learming bemg purposetul, transterable. creatinve and cross apphicable. Hence customer awareness
and understanding of NIBs will go a long way in ncreasing the bank patronage.

However, theories impact of customer’s awareness and understanding on patronage of
non-interest banking services in Nigeria centers on economic theory.

Lconomic Theory: The theory 1s based on the idea that cvery man i1s an economic man, The
bedrock of the theory is that an economic man is rational in purchase and his sole aim is
maximization of satisfaction or utility. The economic man will buy only his need not what he
wants. He will buy according to his disposable income. He makes prudent. objective design;
using formal; systematic; logical; and rational processes (Britt Steuart, 1979).The classical
economic theory assume a complete knowledge of relevant information ability to rank preference
according to some yardstick of utility and ability to choose the maximal alternative; and increase
maximal utility. Therefore the indepth understanding of NIBs is germane to its patronage

However, the study adoption of the Leaming theory and Economic theory does not
1ggest that 1t is i anyway superior to the other theory but because they are more germane and
mostappropriate as it presents the research variables of interest in this study.
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those countries had 1n relation to NIBs was the

number of non-Muslim respondents in :
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on consumer patronage of
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prohibition of interest in the operation of Is
various non-interest banking products and services.

wudies have acknowledged the influence of awareness of customers for Non-.interest
ba products (Erol, Kaynak & El-Bdour, 1990; Omer, 1992; Metawa & Almossawl, ;99_8;
Blev& Kuehn. 2004: James. 2004: Okumus, 2005). The most persistent finding was that majority

of non-interest bank customers responded that religion was the primary motivation to patronize
I<lamic banking products and services. Hence, there is a need to focus on the awareness and
nderstanding of various NIBs products of value.

3. METHODOLOGY

in nature which involves the collection of data trom
and understanding of their decision to patronize non-
erest banking products and services in Kaduna State, Nigeria using Jaiz bank as a case study.
The population of this study consists of all the customers of the bank who are 18 years and above
ccides in Kaduna metropolis ofKaduna Statewherethe bank'sbranch is located. Kaduna
metropolis comprises four local government areas which are Kaduna North, Kaduna South.
Chikun. and Igabi local government areas.The work used a combination of snowball and
cony enience sampling tc'chm'qucsto selectanhypothetical population of 210 customers of the
bank who were sampled in this study. The adoption of this sampling technique is not strange as
Shanka fl’)lQ;.f;aghicr & WNathan (2013) and Akhtar & Zaheer (2014) adopted these :am;)lint'
methods in their studies on non-interest banking services. The process of data col~lec»ti0n \vai
quite interesting and tasking because; the ultimate customers were approached to collect d’lt;l
through self-administrated questionnaires at the bank when they come to transact. Using a Lik‘eljt
scale of SI'}Uj”.l.‘,, the degree of agreement by the respondents to each o‘f th.c {t‘ o the
questionnaire 15 measured by calibrating the scale into Strongly agreed (SA) ;{Ezet{] (A;

The research design is cross-sectional
Jdividuzal respondent on their awareness
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D) with thevalue of 5, 4, 3, 2, and |

respondents are presented here to

s

and the findings of the research were also

he contributory variables among the set of
age of NIB product and services

spondents
VARIABLES ] CHARACTERISTICS FREQUENCY PERCENTAGE,
Gender Male 173 68.09
Female 37 31.90
Education SSCE/OND 56 26.66
B.Sc/HND 110 52.38
PGD/Masters 34 16.19
P.hd and above 10 4.76
Age 20-30 44 20.95
31-40 92 43 .80
41-50 54 25.71
51 and above - 20 9.53 i 1
Religion Muslim 161 76.66
B Non muslim 49 23.34

Source: Author’s Computation, (2018)

Table labove reflects majority of respondents were males a
educational qualification is high,(74%) possess first degree

respondents and 23.34% were non- muslims.

0415006
Corresponding Author: "‘2348020,()3:
E-mail Addressfalilatabdul(agmail.con

41

ged between 20 and 50 years, whose
and above; 76.66% were muslim



Abdul, et ol

v A(2) AN AR
Seapbe tournal &f Nanagement (OIM), 2018, A(2) :
Ovaghe don ¢

Table 2: Descriptive statistices
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Deviation |
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‘ - Tof Tagy 0.6745 .
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6.00

4.706 0.0894 .28 6.00

\wareness of Shartah compliance
N for non-

i 136 6.00
interest banking products operation | 4.92 | 0.6516

Awareness of non-interest banking ) -
loans without collateral 488 | 0.6329 1.2
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business transactions without
capital contribution

crandard | Minimuim Maximum
Mean | Stand:

7
-

~ o
LRidea

anding

8]

Understanding of profit and loss 5.40 | 0.7765
sharing offered by non-interest
banking system

.00 6.00

5.00 | 0.9300 1:75 6.00

Understanding the benefit of non-
interest banking products 4.78 | 0.8765 1.25 6.00
Indepth understanding of the non-

interest banking services concept 482 |0.8642 ls

(93]
[}

6.00
i Understanding the similarities and
relative advantages between non-

interest and conventional banking
products and services

Decision to patronise non-interest

535 |0.8763 1.64 6.00
banking products and services

Decision to open account with 5.35 0.8852 1.64
non- interest banks

6.00

Source: Author’s Computation, (2018)

Table 3 shows the descriptive statistics for the three constru
understanding and patronage) of non-interest banking prod
on the variables is 5.08 with a minimum score of 1.05.
deviation of 0.8979. The result indicates the level of
about NIB in relation to bank patronage,

cts of the study (awareness.
ICts and services. The
a maximum score ot 6.00,
awareness and underst

overall mean
and a standard
anding of customers
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Iable 3: Correlation Results |

~_Variables 1 2 3

l. Bank Patronage 1.000

2. Awnreness 0.701 1.000

3. Understanding 0.579 0.451 1.000

Source: Author's (.‘ompum(io“, 2018

4.1 Pearson Correlation Analysis

Table 4 shows the result of correlation analysis between awareness, understanding and dc.msml}
to patronize NIBs, Overall, the result indicates that the relationship between the \'m'mb-lcs».
awareness and understanding and decision to patronize NIBs were statistically significant. The
multivariate relationship between awareness, understanding and decision to patronize NIB were
identified to provide the answers to the research objectives of the study. A correlation analysis
was performed to determine the direction and strength to the relationship hct\\'ccl‘\ the
independent and dependent variables An os erall result shows that all the independent variables
were significant to the dependent vanable at p<0.01. The strongest positive correlation was the

relationship between awareness and decision to patronize Non-interest banking products and
services,

Model Summary

Maodel R R Square Adjusted R Square Std. Error of the
Estimate
| 767 876 B25 159
2 545" 654 603 036
a Predictors: (Constant), AWR and UND
Coeflicient
Madel Unstandardized Coeflicients Standardized t Sig.
Coefficients
B Std. Error Beta

(Constant) 486 273 1.185]. .009
I Awareness 265 134 325 2.761 026

Understanding 3477 109 422 7.123 001
a. Dependent Variable: Bank Patronage

Test of Hypothesis 1

Hol:Cuxtomer's awareness does not have any significant influence on the patronage of NI

For null hypothesis, the study observed :hat the y‘ is 0.376(1;11)1@ 5). 87.6% of bank's Patr011z;ge "
explained by customer’s awareness of NIBs. This implies that awareness of non-interest bankin‘v
product and services influence bank patronage, while the remaining 12,49 atE Cfplaincd bi,/

~ . . ~ o . ;
Corresponding Author: +2348060941506
E-mail Address: falilatabduli@ gmail com

43



26
Ozogho Journal of Management (o), 2018, 3(2). 35

Cu<t0mef.5 awareness has significap,
ce; = {

e mOdCl _Hen

other variables which are outside th

i atronage of NIBs. ‘ o ‘

influence on p g  ond services does not have significan,
derstanding of \7Bs products and S

Ho2: Customer’s undersial g of -

influence on its patronage. jictor varables are statistically significan,

. . e two D . - i

Generally, the regression result shows t%lat glon - terest banking producl> gnd >‘§l: lqu‘c>. The two
= . Tox . .- 1Z€ e S ( eta=0.273, p:o 030,
inassociation with a decision to patronize B 4 awarenes 050)
variables were understandings (Bﬂazo’”"’?.'gpj)-'ofg - '000) had the highest and significan

i i ’ eta=0.439,. /-1~ F_ A <randine was the most |
Theg re:'lagrbundem?;’dfnrgltli:-lilic(l?indicates that level of und.kr;mndlﬁu\\;:t‘ll‘s f“; ‘\il impornant
standardized beta coeflicient. ; ” < banking products and services.
variable in predicting the decision 10 patronize non-interest b g£p

5. CONCLUSION AND RECOMME.\DATTO-\'S

On the bagis of the above findings. the study concludes. cnx§t\\(11%‘;$ ll_\\c::tl\\;:‘:‘(l‘un:\vl‘l;;\l.\ks are
confronted with some challenges in their decisiontopatronize }> _‘_“.‘-“: ‘ ““ l\‘s\t! ‘.\_(. %M\ and
services. Also, new products should be developed to cater tO the b g "l‘\ _l_‘_‘.‘“ : _t‘_\"‘“““l-'_“_"d
potential customers of the banks. That it 1s statistically evident that there is pertect positive

correlation between customer’s awarcness. understanding and bank's patronage Of non-interest

| . 4 AT 1 conclustons of the study, thisstudy
banking products and services. From the findings and conc , . “?d'\
more attention to consumer education

recommends that Non-interest banks nced to pay :
programmes, awareness and understanding yugh workshops. semunars, conferences and
possible jingles in radio and television cructal to spreading the umlcrsu.m(lmg and unique
characteristics of non-interest banking products and services Heside, there is a need to develop
policies, strategies and the nsutunonaliczs! framework which will reduce the issues of
dishonesty, moral laxityand information asymumnets from the sides of both the non-interest
banking operators and their customers Alwo, mhere i need forenhancement of people's
understanding of the position of Shanah on business wansactions, the concept of profit and loss
sharing practices and the benefits Islamuc banking products and services would impact on
customers' decision irrespective of their religion and cthnic background,
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